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THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE,.

STOCK OPTION PLAN

Options of The Ruberoid Co., a New Jersey corporation (“Ruberoid”)
assumed by GAF Corporation (“GAF”)
pursuant to an Agreement dated March 23, 1967

This Prospectus is applicable to the offer and eale of shares of GAF’s Common Stock to

optionees in accordance with the terms of the options granted or to be granted them under the Stock

Option Plan, to the offer and sale of GAF’s $1.20 Convertible Preferred Stock in accordance with

the terms of assumed options, to the issuance of GAF's Common Stock upon conversion of such

Preferred Stock, and to resales or offers, if any, of any such shares by optionees or their transferees

for the reason that it might be deemed, GAF not so conceding, that any optionee or his transferee ; ;

may be an underwriter as defined in the Securities Act of 1933, as amended, with respect to any . .

such shares as may be purchased by him and that he may- effectuate sales of such stock under

- —-—- circumstances requiring a prospectus, GAF’s Common Stock and $1.20 Convertible Preferred

' Stock are listed on the New York Stock Exchange.

The date of this Prospectus is May 1, 1972,
* In addition to such shares, this Prospectus covers an indeterminate number of shares of GAF’s Common
Stock which, by reason of certain events specified in the Plan and assumed options, may become issuable

under the Plan, under such options, or pursuant to anti-dilution provisions of the $1.20 Convertible
Preferred Stock.
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Except where otherwise indicated, this Prospectus speaks as of its date of issue, and neither
the delivery of this Prospectus nor any sale made hereunder shall under any circumstances create
any implication that there has been no change in the affairs of GAF since the date hereof.
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. No person has been authorized by GAF to give any information or to make any éﬁresentations

not contained in this Prospectus, and, if given or made, such information or representations must
not be relied upon as having been so authorized. This Prospectus does not constitute an offer of
GAF's $1.20 Convertible Preferred Stock or Common Stock in any State or other jurisdiction to any
person to whom it is unlawful to make such offer in such State or other jurisdiction.
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GAF CORPORATION

STOCK OPTION PLAN AND ASSUMED OPTIONS

This Prospectus relates to shares of Common Stock of GAF to be issued upon the exercise of options
which have been or may be granted to key employees of GAF and its subsidiaries pursuant to its Stock
Option Plan (the “Plan”), The Flan was adopted by the Board of Directors of GAF on March 31, 1965
and approved at a special meeting of stockholders on June 15, 1965. This Prospectus also covers shares
of $1.20 Convertible Preferred Stock (“Convertible Preferred”) issuable pursuant to optiens originally
granted by Ruberoid, which were assumed by GAF in connection with the merger of Ruberoid into GAF
on May 26, 1967, and shares of Common Stock into which the Convertible Preferred is convertible. As
used herein, the term “GAF” refers to GAF Corporation and its subsidiaries, unless the context otherwise
requires,

The Plan and the assumed options are designed to encourage stock ownership by key employees.
The Plan’s objectives are to provide an increased incentive for employees to promote the well-being
of GAF, and to facilifate the efforts of GAF to secure and retain employees of outstanding ability.

The principal provisions of the Plan and its method of operation are set forth below. This sum-
mary does net purport to be complete and is subject in all respects ¢o the provisions of the Plan,

The principal executive offices of GAF are located at 140 West 51 Street, New York, New York
100.0, telephone (212) 582-7600.

Admitistration of the Plan
The ‘Plan is administered by a Stock Option Committee (the “Committee”) of three or more
members, appointed by the Board of Directors from those of its 1uembers not eligible to receive options.
The Committee consists of T, Roland Berner, Rainer E. Gut, Bailey K. Howard and Wm. Peyton Marin.
The Committee also administers assumed options. See “Assumed Options” hereunder.

Shares A.ailable for Distribution

The Plan authorizes the granting of options to purchase a maximum of 580,000 shares of GAF’s
Common Stock.

In the event of a reorgani.ation, recapitalization, stock split, stock dividend, merger, consolidation,
combination of shares or any other change affecting GAF’s Common Stock, the Committee may make,
subject to the approval of the Board of Directors, such changes as it believes appropriate in the number
and kind of shares subject to options under the Plan and in the number, price and kind of shares covered
by options granted under the Plan.

The optioned shares are to be made available from either authorized and unissued shares or shares

issued and reacquired by GAF, GAF is authorized to issue 25,000,000 shares of Common Stock, of which

13,673,801.5_shares were issued and “outstanding on April 17, 1972 and 6,000,000 shares of Preferred

Stock, of which 3,150,493 shares were issued and outstanding on April 17, 1972.

If any option granted under the Plan expires or terminates for any reason without having been
exercised in full, the unpurchased shares subject to the option may again be used for purposes of the Plan,
_ Options under the Plan may be granted from time to time during a period of ten years from March
31, 1965, the date of the approval of the Plan by the Board of Directors.
Proceeds from the sale of shares upon the exercise of any option will be used for GAF's general
corporate purposes, "
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Eligibility

Key emplovees of GAF and its subsidiaries are eligible to receive options under the Plan. Members
of the Board of Directors who are not officers or employees of GAF are not eligible.

The selection of eligible employees to receive options is made by the Committee, which is advised by
the Chairman of the Board and President, except in the case of an option to be granted to him. Awards of

options are based in each case on the Committee's evaluation of an employee’s past or potential cuntri-
bution to GAF.

Extent of Participation

The Committee determines the number of slares to be optioned to any employee, the dates of the
option grants and the terms and conditions governing the options. There is no stated maximum or
minimum number of shares which may be issued under the Plan to any one eligible person or group of
persons.

Option Price and Duration

The option price at which shares of Common Stock may be purchased under the Plan may not be
less than 100% of the fair market value of the shares on the date the option is granted.

Options granted under the Plan expire not later than five years from the date of grant.

Exercise of Option

The Committee determines whether an option granted under the .’lan will be exercisable immediately
as toall shares covered by the option or in installments. Options granted since March 10, 1968 may not be
exercised unless the optionee has remained in the continuous employ of GAF for a period of one year
after the date of grant.

To exercise an option, an optionee must deliver to GAF a duly signed notice in writing accompanied
by payment in full of the purchase price. The optionee may not resell any shares so acquired except in
compliance with the Securities Act of 1933, as amended.

GAF is not committed under options granted under the Plan to deliver any shares until they have
been properly listed on the New York Stock Exchange and until there has been compliance with all
applicable laws, rules and regulations, including the Securities Act of 1933, as amended.

No option granted under the Plan and no assumed option granted by Ruberoid after January 1, 1964
may be exercised while there is outstanding (within the meaning of Section 422 of the Internal Revenue
Code) any qualified or restricted stock option which was granted to the optionee prior to the date of
grant of such option and which is.exercisable at a price higher than the exercise price of such option.

e o= Trangferability of Options

An option granted under the Plan may not be transferred except by will or the laws of descent and
distribution. During the lifetime of an employee to whom an option is granted, the option may be exer-
cised enly by him.

AT et e A

it

Termination of Employment

On termination of employment for any reason except death, an employee to whom an option is
granted may, at any time within three months after the date of termination, but not later than the

A g Y
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date of expiration of the option, exercise the option to the extent he was entitied to do so on the date
of termination.

If an employee to whom an option is granted dies while in the employ of GAF or within three
months after termination of employment, the person or persans to whom the option is transferred by will
or the laws of descent and distribution may, at any time within one year after the date of Jeath but
not later than the date of expiration of the option, exercise the option to the extent the employee was
entitled to do so on the date of death or termination of employment, whichever was earlier.

Any options of deceased or former employees which have not been exercised within the time limits
specified above will terminate,

Termination or Amendment of the Plan

The Board of Directors may alter, suspend or discontinue the Plan. It may not, however, make
any alteration (except as specified under the subheading **Shares Available for Distritution”) which would
affect an option previously granted, or an assumed option, without the consent of the holder. Further-
more, without the approval of the stockholders of GAF, the Board may rot increase the aggregate
number of shares subject to option (except as specified under the subheading “Shares Available for Distri-
bution”), decrease the minimum option price, permit any member of the Committee to hecome eligible
for options under the Plan, or extend the term of the Plan or the maximum period during which any
option may be exercised.

Rules and Regulations and Decisions of the Committee

The Conunittee may adopt rules and regulations and make determinations and interpretations with
respect to the administration of the Plan, Any rules and reguiations adopted by the Committee are
intended to be for its own guidance and may be amended or revoked at any time in the Committee’s
discretion.

Assumed Options

On May 26, 1967, Ruberaid was merged into GAF, and GAF assumed all of Ruberoid’s obligations
with respect to options outstanding under Ruberoid's existing Incentive Stock Option Plan, as amended
(the “Ruberoid Plan”), which was approved by resolutions of Ruberoid’s Board of Directors and
stockholders in 1957 and again in 1965. GAF assumed Ruberoid options held by each optionee-employze
who accepted employment by GAF. Each such optionee became entitled, for the same consideration called
for under the original Ruberoid option (or as nearly the same as possible to meet the requirements of
Section 425 (a) of the Internal Revenue Code) te purchase one share of GAF’s Convertible Preferred for
each share of Ruberoid capital stock under option at the date of assumption. At the date of the
Ruberoid merger, options to purchase an aggregate of 88,960 shares of Ruberoid capital stock were out-
standing under the Ruberoid Plan, of which 51,920 shares were issuable upon the exercise of restricted
stock options and 37,040 shares were issuable upon exercise of quatified stock options. An aggregate of

88,960 shares of GAF’s Convertible Preferred was reserved for issuance pursuant to_the_assumed--— -~ =~

Ruberoid options at an average purchase price-of -$17.35-per share.From the date of the merger to

~April 3, 1972, 78,172 shares of Convertible Preferred were purchased pursuant to the exercise of the

assumed Ruberoid options and options relating to 10,088 shares were cancelled as a result of termination
of employment or expiration of options, leaving 700 shares reserved at that date for the exercise of
restricted stock options. Each share of Convertible Preferred is convertible by the holder thereof at any
time into 1.25 shares of GAF’s Common Stock. GAF has reserved shares of Common Stock for issuance
upon conversion of the Convertible Preferred issuable upon exercise of assumed options. The expiration
date of the outstanding assumed options is May 21, 1973,

5
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Options granted under the Ruberoid Plan prior to January 1, 1964 were for a period of ten years
from the date of grant at an cxercise price of not less than 95% of the fair market value of Ruberoid
capital stock based on the New York Stock Exchange closing price on the trading day preceding the date
of grant. Options granted subsequent to December 31, 1563 were for a period of five years at an exercise
price equal to 100% of the market value on the date of grant. In each case the consideration for the
grant was the optionee’s agreement to remain in Ruberoid’s employ for a period of at least two years from
the date of the option agreement. Under the Ruberoid Plan no more than 5% of the total shares available
under the Ruberoid Plan could be optioned to one individual,

Ghptionees receiving options under the Ruberoid Plan after December 31, 1963 may not exercise the
option as to mure than 40% of the shares covered thersby in each of the first and second years after the
date of grant, but such rights to excrcise are cumulative for the entire option period.

The information herein with respect to options under GAF’s Plan concerning termination of employ-
ment, death and assignment applies equally to the assumed options. Holders of assumed opticns are
protected against dilwion resulting from stock dividends and similar changes.

The data concerning the assumed options were adjusted to reflect Ruberoid’s December 1966 2-for-1
stock split,

Tax Effects

The assumed options granted by Ruberoid prior to January 1, 1964 are intended to qualify as
“restricted stock options” under Section 924 of the Internal Revenue Code, as amended. Options granted
under the Plan and assumed options granied by Ruberoid subsequent to December 31, 1963 are intended
to qualify as “qualified stock options” under Section 422 of such Code. Under the present provisions of
such Cude, if shares are issued upon the exercise of a restricted stock option having an exercise price at
least equal to 95% of the value of such shares on the datc the option was granted, and if no disposition
of such shares is made by the optionee within two years and one day from the granting of the option,
or within six months and one day after the date of issuance of such shares to him, then (1) no income
will be realized by the optionee on the exercise of the option or on the sale and issuance of the shares
to him (with the exception of any tax or tax preferences, referred i below) ; (2) when such shares are
sold by the optionee any amount realized in excess of the option price will be treated as a long-term
capital gain; (3) any loss will be treated as a long-term capital loss; and (4) no deduction will be
allowable to GAF for Federal income tax purposes in connection with the grant or exercise of an option.
However, if an optionee disposes of shares obtained by him pursuant to the exercise of a restricted

stock optinn prior to the cxpiration of such six-month or two-year periods, he will realize income_

taxable as compensation_in the_year. of -such. disposition-equal to" the difference between the purchase
~price under the option and the market value of the shares on the date of issuance to him, and GAF
will be entitled to a tax deduction in the same year and in the same amount. Each qualified stock
option is accorded, in general, the same tax treatment as described for restricted stock options if no
disposition of the shares issued upon exercise is made by the optionee within three years from the day
after the date of issuance of the shares to him. If shares obtained through exercise of a qualified
stock option are disposed of prior to the expiration of such three-year period, the optionee will realize
income taxable as compensation in the year of disposition equal to the difference between the purchase
price under the option and the market vaiue of the shares on the date of issuance to him or, if such
sale is to an unaffliated third party in a transaction in which a loss, if realized, would be recognized,
the amount realized on such disposition, whichever is less. In the event of any such disqualifying
disposition, GAF will be entitled to a deduction equal to the ordinary income recognized by the optionee.

€
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Effective January 1, 1970, provisions were added to the Internal Revenue Code that (i) impose a tax,
in addition to other taxes imposed by the Code, equal to 10% of the amount (if any) by which the sum
of certain “1ax preference items™ enumerated in Section 57 of the Code exceed $30,000 plus the Federal
income tax otherwise imposed upon the taxpayer for the taxable year (and, under certain circumstances,
for certain prior years), and (ii) limit the maximum tax on carned taxable income to 50% (for 1972 and
subsequent years) but reduce the earned taxabie income eligible for such maximum tax by the sum of the
tax preference items for such year (or one-fifth of the sum of such tax preference items for such year and
the four preceding years, if higher) minus $30,000. Included in such tax preference items are one-half
of an empleyec's realized net long-term capital gains (including such gains, if any, from the salc of restricted
or qualified stock option shares) and the amount by which the fair market value of shares purchased
pursuant to the exercise of a qualified stock option or a restricted stock option exceeded the option price
at the time of exercise.

The above is a summary only and reference is made to the Internal Revenue Code, as amended, for 2
complete statement of the relevant provisions.
Options Qutstanding

The following table sets forth information as of April 3, 1972 with respect to options which have
been granted by GAF under the Plan:

No. of Shares Expiration Exercise Market Value
Under Number of Date of Pricc Per of Shares as of
Option Optionces Options Share April 3, 1972
§500. ..icisinsnonns 3 Jan. 10, 1973 $22.81 $ 134,062.50
65,250 <5 4 wis o0 40 Jan. 25, 1973 2219 1,590,468.75
3875C. ..., e 39 Sept. 3, 1973 25375 944,531.25
31,3000 5 isaaimmsvmwuns 47 Nov. 4, 1974 17.313 762,937.50
15,500 « s aivonsns snesse OB Sept. 1, 1975 10.1875 377,812.50

2000..c0iiiiiinnnnes 1 Sept. 14, 1975 11.00 48,750.00

Dircctors and Officers—Stock Options

The options outstanding as of April 3, 1972 under the Plan, and assumed options, with respect
to each director, and each of the three highest paid officers as of such date of GAF whose aggregate direct
remuneration in 1971 was over $30,000 (one of whom had no options outstanding as of such date), and
all directors and officers of GAF as a group, are as follows:

Number of

g o lg’.xert:li)sf: Eit)pirali?n .‘}{gl;'l;e’t Valuer

. X i o S v
O e s
Jesse Werner ....... 25,000 $22.19 January 25, 1973 $ 609,375.00
Philip B. Dalton ......... 10,000 2219 January 25, 1973 273,750.00
3,500 22.81 January 10, 1973 85,312.50
47,500 22.19 January 25, 1973 1,157,812.50
) 5,000 25.375 September 3, 1973 121,875.00
All officers and directors asg 11 g9 17313 November 4, 1974 268,125.00
A BIOUP cvvnnncnvennne 2,500 10.1875 September 1, 1975 60,937.50
2,000 11.00 September 14, 1975 48,750.00
600* 13.50 May 21, 1973 18,375.00

* Convertible Preferred. y
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In April Fex GAF . name sz shanged Hom Uemetsl Aslee & Foim Ctpnrlm to GAF

In June 1968 GAF acquired for cash all of the capital stock of Cansales Livated and ntersations)
Camera Imports Livéted, Canadian oxrporations which sioce 1946 have bern cxcius—~ dimtribators of
Sawycr's products in Canada.

In June 19 GAF acyuired ior spproximately 99000000 all the capitas ack of The L L. Cock
Company, a Wisonsén corporation, and CoMo Phets Conspaay. an lowa corporation, which were engaged
in the photo finishing butivess in the midwest. The acquired companies were merged into GAF at the
end of sxch year.
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In June 1% GAF sid to The Chase Manhattan Bank ( National Association), as Trustee or Agent
for Varous Accuonts, $50.000,000 sgpregate principal amount of 5% Convertible Subordinated Notes, due
Apal 1, 194 and convertible into Common Stack at the price of $27.50 per share. On April 1 of
198 thraugh 1243, GAF i requined to prepay 2% of more of the aggregate printips! amount of
the Nutes outstannhing on Febiuary 1, 199, GAF may make an optivnal prepaymient, without premium,
m exch of axh years eqaal to the namlatory prepayment, and, commenzitg in 1979, may prepay the
Nutes i jayments of $1,000.000 or more at prices set forth in the related Loan Agreement.

In March of 1971, GAF acquired the thirteen consumer photo finishing plants and the business and
assezs relatmg thereto of Cadence Industries Corporation, for a cash purchase price of approximately
$15.000.000 and the assumption of certain liabilities in tuanection with such busincss.

GAF acquired, for ash in 199, a 0% awnership in Consolidated Reprographics, Ltd,, an Austnalian
company engaged in the manufacture of sensitied materials and importation and sale of drawing office
supplics. The ownenship was subsequently increased to 100% (effectively) at December 31, 1971
thrugh eash purchases of stock from minority stockhiolders.

In Marnch 1972 GAF aoquired the assets and business of M. Ames Chemical Works, Inc, a small
wmwanufacturer pnmarily of silver nitrate, which is used in the photographic and other industries.

PRICE RANGES OF COMMON STOCK AND CONVERTIBLE PREFERRED

GAF's Common Stock is listed on the New York Stock Exchange, The table below shows for the
inchrated periods the high and low sales prices of the Common Stock on the New York Stock Exchange.

. SuePrices

. ] law
1967 coieiiiiiriierereneneerenneen. W 18%
1908 . ..iiieiiinieriinenns ereeeean 1Y% 18%
199 ..oooevennnnn. OO U 117 143
1970 .. eee e eraeeeenans 1634 %
190 e e, N 1234
1972 (80 Al 3) .evvvnenrnnnininn e z 2y

The closing sale price of the Common Stock on the New York Stock Exchange on April 17, 1972
was $20 per share.
GAF's Convertilde Preferred is listed on the New York Stock Exchange. It was admitted to trading
on May 29, 1967. The table below shows for the indicated periods the high and low sales prices of the
Convertible Preferred on the New York Stock Exchange since that time.

1967 (Misy 29 to December 31) .......... ¥ 255
L1 PP || 21%
K 2
3% 284

mmﬁmthWmtk New York Stock Exchange on April 17,
1972 was §323§ per share.
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DESCRIPTION OF COMMON STOCK

The authorized capital stock of GAF consists of 25,000,000 shares of Comnion Stock, par value $1
per share, and 6,000,000 shares of Preferred Stock, par value $1 per share.

All outstanding shares of Common Stock rank equally as to voting rights, dividends and upon liquida-
tion and are fully paid and nonassessable. The Common Stock is not entitled to any preemptive rights
and is not subject to redemption. Except as set forth under “Description of Convertible Preferred—
Voting Riglits”, Common and Convertible Preferred vote together as one class.

Based upon GAF's stock records and upon information furnished to GAF, no person owns of
record, or is known by GAF to cwn beneficially, more than 10% of GAF's Common Stock.

The payment by GAF of dividends, other than dividends payable in GAF’s capital stock, is
subject to restrictions imposed Ly certain instruments relating to GAF's long-term debt. Under the
most restrictive of these provisions approximately $206,000,000 of GAF’s consolidated retained earnings
at December 31, 1971 was not available for dividends. The payment of dividends by GAF on its Common
Stock will also be subject to prior payment of cumulative dividends of $1.20 per share per annum on the
Convertible Preferred. On August 15, 1971 the President of the United States announced a new eco-
nomic policy. On November 14, 1971 “Phase I1” of the President’s new economic policy went into
effect. In connection with Phase II of such policy, a Government Committee on Interest and Dividends
established on November 15, 1971 a veluntary guideline that cash dividends paid on common stock in
1972 should not exceed by more than 4% the highest aggregate annual cash payment per share in any of the
paying company's fiscal years ending in 1969, 1970 or 1971,

In December 1971 the President signed into law a bill which, among other things, extended until
April 30, 1973 the Economic Stabilization Act of 1970 which is the enabling legislation for the new
economic policy.

Otherwise GAF may pay dividends on its Common Stock out of funds legally available,

DESCRIPTION OF CONVERTIBLE PREFERRED

Dmdend and Liquidation Rights... ————"

The holders of the Convertible Preferred are entitled tc rcceive, prior to the payment of dividends on
Coutiot .,.w., cunmuative eash dividends at the rate of $1.20 per share per annum. Upon any voluntary
ori y liquidation, dissolution or winding up, before any distribution may be made to the Common
stockholders, the helders of the Convertible Preferred shall be entitled to receive $27.50 per share plus an
amount equal to all accrued and unpaid dividends,

Voting Rights

Each holder of the Convertible Preferred is entitled to one vote for each share held. Except as set
forth below, the Convertible Preferred and Common Stock vote together as one class.

If dividends are in arrears on the Convertible Preferred in an aggregate amount at least equal to six
quarterly dividends, the holders of the Convertible Preferred voting as a class will be entitled to elect two

directors until all arrears in dividends have been paid and dividends for the current quarterly period have
been declared or paid.

10
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The consent of the holders of at least two-thirds of the Convertible Preferred is necessary to authorize,
. or increase the authorized amount of, any class of stock of GAF ranking prior to the Convertible Preferred

as to dividends or assets or to change any of the provisions of GAF's Certificate of Incorporation so as
to affect materially any of the powers, preferences and rights of the Convertible Preferred. The consent of
the holders of at least the majority of the Convertible Preferred is necessary to increase the authorized

number of shares of Preferred Stock or authorize, or increase the authorized number of, shares of stock
of equal rank.

Redemption Provisions

The Convertible Preferred is callable for redemption on and after June 1, 1972, in whole or in part, at
the option:of GAF on 30 days’ notice, at $30.00 per share through May 31, 1973, $29.50 per share
thereafter and through May 31, 1974, $29.00 per share thereafter and through May 31, 1975, $28.50
per share thereafter and through May 31, 1976, $28.00 per share thereafter and through May 31, 1977

and $27.50 per share thereafter, plus, in each case, an amount equal to accrued and unpaid dividends to
the redemption date.

Conversion Rights

Each share of Convertible Preferred is convertible into GAF Common Stock at the rate of 1.25 shares
of Common Stock for each share of Convertible Preferred. The conversion rate is subject to adjustment
from timne to time upon the occurrence of specified events in order to prevent dilution of the appropriate
number of Common shares to be received upon conversion. No fractional shares will be issued upon
conversion, but any fractions will be adjusted in cash on the basis of market value.
will be made upon conversion in respect of any accrued but unpaid dividends.

No adjustments

General

The Convertible Preferred is not liable for further calls or subject to assessment = It ka5 w0 preemptive
or other subscription rights.

Redeemed or converted shares of Convertible Preferred will have the status_of - authorized and™ ~ T
unissued shates of Preferred Stock. e T

i;n-Cumuhﬁve Voting

The Common Stock and the Convertible Preferred do not have cumulative voting rights, which means
that the holders of shares casting more than 50% of the votes for election of directors can elect 100%
of the directors if they so choose, and in such event the holders of the remaining shares casting less

than 50% of the votes for the election of directors will not be able to elect any person to the Board of | 1
Directors.

FINANCIAL STATEMENTS--EXPERTS

GAF’s Annual Report to its stackholders for the year ended December 31, 1971, a copy of which
has been furnished to the Securities and Exchange Commission as Exhibit 5(aaaaa) to the Registration i E . -
Statement; contains on pages 27 through 38 the opinion of Haskins & Sells, independent certified public i -
accountants, the consolidated balance sheet as of Decernber 31, 1971 and 1970, statements of consolidated A
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income, shareholders’ equity, and changes in consclidated financial position for the two years ended
December 31, 1971, and notes to consolidated financial statements. Such accountants’ gpinion, financial
statements, and notes to consolidated financial statements are incorporated herein by reference. A copy of
the aforementioned Annual Report, together with this Prospectus, will be furnished to each participant in
the Plan and each holder of assumed options.

The financial statements of GAF Corporation and consolidated subsidiaries included, or incorporated
by reference, in this Prospectus have been examined by Haskins & Sells, independent certified public
accountants, as stated in their opinions appearing or incorporated herein, and have been so included or
incorporated in reliance upon such opinions given upon their authority as experts in accounting and
auditing.

LEGAL OPINION
The legality of the shares of Common Stock and Convertible Preferred to which this Prospectus

relates has been passed upon on behalf of GAF by Messrs, Winthrop, Stimson, Putnam & Roberts,
30 Rockefeller Plaza, New York, New York 10020,

12
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

STATEMENT OF CONSOLIDATED INCOME

The following five-year statement of consolidated income (see Note A) has been examined by
Haskins & Sells, independent certified public accountants, as stated in their opinion included elsewhere
in this Prospectus. This statement should be read in conjunction with the consolidated financial statements
and the notes thereto appearing in the Annual Report to stockholders, referred to under “Financial State-
ments — Experts” in this Prospectus.

Year Ended December 31,

Ion T 968 1967
Iz Thowsands of Dollars)
Revenues:
Net salss (Note B) ...ovverncsosonssnsosuis ceeenies $683762  $583,482 $592,066  $554,264  $504,584
Other income—net .......... R S R 1,601 1,651 1,872 1,911 2,749

685,363 585,133 593,938 556,175 507,333

Cost and Expenses:

Cost of products scld (Note B) veuvuivnreereeasacnens 477236 419844 417,302 385121 356,115
Distribution and selling (Note B) . e 112216 100306 101,272 91,995 R1.072
Research and development ........... e 12649 12,65 13,261 1229 12,368

Administrative and general (Note B) .... eeeee 31,229~ 22430 21,315 19,752 20,218
Interest ot Lunivwed capital (Note E) o .cvvnvnnnss 10,359 11,641 10,712 8292 6,340
OpmhngBlosc (income) of discontinued operauons

(Note B) ciieiiniiniiininniincsiiiniennscasens 4,343 2,64 976 157 (2,221)
648,032 569,521 564,838 517,608 473,892

I.nmm: Taxes, Minority Inter tandF.xtraordmary
B s e @3 15612 29100 s 334l

Prgvision Credit) for Federal and Foreign Income Taxes

ote G)

Current .....o.. 11,384 2,681 6,336 15,206 10,993
Deferred o swmmisissvninnaessaiees 4,531 4,89 5,375 38 2,829
Deferred mvcstmmt tax credlt (689) (567) 2,147 1,745 308

15226 _ 7004 13858 _ 17335 _ 14130
Income before Minority Interest and Extraordinary Items 22,105 8608 15242 21232 19311
Minority Interest «.eevevvvvevnns sassinsaesispnsasaranve 198 25— — 350
Income Before Extraordinary Hems ....e.cvevvereewanens 21,907 8393 15242 2122 18961
6,300

Extraordinery (Charges) Credits (Note B) .
Netlnmme (NotuDandu) PO

i s 18.961

ceeeeestaieinrarettearaiesrrarineennencose 323,303 $20923 $19973  § 17885 $ 17024

Earnings applicable to Common Stock: -
Net income, as above . veene. $13474 $14693  $11,063  $21232  $ 18961
Less Preferred Stock divxdend reqmrcmeuu (Notc C) 3,802 3,795 3,793 3774 3,753
Earnings applicable to Common Stock . veeeees $ 9672 $10898 0§ 7275 $ 17458 $15208

(Stat .of(- lidated Income . .M,'" -'m')
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Year Ended December 31,

1971 1970 1969 1968 1967

Earnings per common share (Note C): - - - - -

Income before extraordinary items ........oveeennin. $1.33 $ .M $ .85 $1.31 $1.14
Extraordinary items svosssacisicvones svassessonss (.62) _46_ (.31) — =
NELHCOME +eernervirreersrenrnressesenesssionsiens §.71 §.80 § 54 SLal O
Earnings per common share—assuming full dilution - T —_

(Note C):

Income before extraordinary items ......eciievevenns 3119 $.38 $ 83 $1.23 $110
Extraordinary iems .......ccviveiiiieessiininen, (43) _ 4 (.28) — —
Net WOOME: s osvevssnamansss sseissvosas aswernrsi5s4s $76_  §.79 $ .55 $1.23 SLIo.
Cash dividends declared T e -
Per ipPeletred shATe cosa s s smmuiavanis s siwsmnvanasis s _$1.20 $120_ 1.20 $L20 $.86%
Per common share 34§40 40 A 4
Weighted average number of shares of Common Stock owt- ——-
standing (in thousands) ......ccceeiveeienrerieienans 13,809 13,594 13,49 13,346 13,339

|
|
|
”

NotE A:

The statement of consolidated income includes for all periods amounts applicable to The Ruberoid Co,
and its subsidiary. Ruberoid was acquired in 1967 on the basis of 26.1% (acquired by GAF for cash)
being accounted for as a purchase and the remaining 73.9% (acquired hv GAF in Cchui¢ fur shares of
$1.20 Convertible Preferred Qtarl) heine oo uunted tor as a pooling of interests.

The results of operations of Shelby Business Forms, Inc., purchased in June 1967, The L. L. Cook
Company and CoMo Photo Company, purchased in June 1969, certain photo finishing plants and the
business and assets relating thereto, purchased in March 1971, and Helioprint Hellas, S.A., a Greek sub-
sidiary, purchased in July 1971, have been included in the statement of consolidated income from the dates
of acquisition, These acquisitions did not significantly affect revenues or net income in the years of
acquisition,

The results of nperations of Consolidated Reprographics Ltd., an Australian subsidiary, in which a
60% ownership was acquired in 1969 and subsequently increased to 100% (effectively) at December 31,
1971, are included in the statement of consolidated income for 1970 and 1971. GAF’s equity in the net
income of this subsidiary for the period prior to consolidation (last six months of 1969), $61,000, is
included in Other Income for 1970

Prior to 1970, the fiscal years of GAF's foreign subsidiaries generally ended on November 30. In
1970, the fiscal year-end of most of these subsidiaries was changed to December 31, and the 1970 statement
of consolidated income includes the results of their operations for the thirteen months then ended. The
consolidated net income of such companies for the thirteenth month is not significant in relation to consoli- .
dated net income, The translation into U. S. dollars of the accounts of foreign subsidiaries resulted inanet |

. gain of -$992,000 for-1971,~The nét gain for 1971 is attributable principally to the weakening in the
e exchange rate of the U. S. dollar which occurred in that year and has been treated as an extraordinary
credit. The statement of consolidated income includes the following amounts with respect to foreign

subsidiaries: !
Year Ended December 31, !

(In Thousands of Dollars)

Revenues ...... e I8 8 R B W 8 e $65040 $61,491 $43,149 $35405 $31,300
Income before extraordinary items .......... e 3,126 2,051 1,224 1,206 1,007 i
Extraordinary items .......eeeveinisnncecens 1,153 3,923 — i

GAF's equity in net income of foreign subsidiaries 4,279 5974 1,224 1,296 1,007
1 (Notes continued on following page)
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GAF has a 49% interest in Chemical Developments of Canada, Limited (CDCL) which was acquired
when that company was formed in 1549. Prior to 1971 this investment was included *n Other Investments
and Advances at a nominal value, and dividends paid by CDCL were included in Other Income as received,
During 1971 GAF adopted the equity method of accountirg for the investment in CDCL. The statement of
consolidated income for years prior to 1971 was not restated to include therein GAF’s equity in earnings of
CDCL applicable to those years since the amount thereof is not material. GAF’s equity in the earnings of
CDCL for tiie eleven months ended November 30, 1971, $146,000, is included in Other Income, and 1971
dividends received {from CDCL, $49,000, were applied to reduce the investment account.

Note B:
Extracrdinary (charges) credits consist of the following:
Year ended December 31, 1969:
Provision for estimated loss on disposal of certain plant facilities and related
costs, less estimated applicable income taxes, $3,331,080 ............. Cee R UH/40W)
Year ended Docatiler S, 1970:
Net gain on sale of Texas Amiben production facilities, abandonment of related
production facilities, and renegotiation of the Amiben supply contract, less
estimated applicable income taxes, $1,044000 ..........oooviiiininiiiil, $ 2,377,000
Net gain on sale ot headquarters of English subsidiary, less estimated applicable
income taxes, $143,000 ..., 0iir et itiiiiiiiiiiiiier et iiire e aaairaes 3,923,000
Total coveenevirasosnsessons vo 016 S R S 6 s $ 6,300,000
Year ended December 31, 1971 :
Provision for estimated loss on disposal of certain plant facilities and related
costs, less estimated reduction of state and local income taxes, $477,000 .. ....... $(18,975,000)
Less estimated credits (provision) for Federal income taxes and investment tax
credit:
Current .....overianenians P S e e 0@ im0 88 50 8 % 716,000
IIRECETO 50 50 s wrm i rav i o 555 W00 e 10 535 65 s 3 P8 A L 6.970 .6 5y g 8,570,000
Excess of investment tax credit recapture over unamortized deferred investment
tax credit, $804,000 .. .iviiiiiiieeiininnnn, R (13,000)
Total covvenvannnns wsiaie misnin 20 skie s 555 16 a1 e 4z 538 e R 9,273,000
ESHINAtEd DEL 1058 < ce 660 00 000 a6 5 605 57510 8655 a0 ace iy aio 58 86 356 068 1.0 0 00 0 sime (9,702,000)
Net gain on translation of foreign currencies (Note A) .........covviveniunaan., 992,000
Other items—net (principally reversal of the excess portion of the 1969 provision N
for loss on disposal of facilities) .....-c.ovveivenn, PO v, 277,000
1 e $(8,433,000)

GAF’s chlorine-caustic operations were discontinued in September 1971, the ethylene oxide and
Calsilite® operations were discontinued in November 1971, and the related production facilities are
expected to be disposed of in 1972, The estimated net loss and related costs resulting from the proposed
disposal of these facilities and an unused quarry, less a gain on the 1971 sale of certain woodlands,
amounted to $9,702,000 as shown in the above summary. The anticipated proceeds upon sale of the

(Notes continued on following page)
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applicable facilities amounts to $5,500,000, the major portion of which represents the selling price for the
chlorine-caustic facilities specified in a memcrandum of agreement, which has been signed by GAF
and the prospective purchaser, to enter into a definitive contract.
The following is a summary of the operating loss (income) (see (a) below) of the discontinued
operations :
Year Ended December 31,

w0 Bo e 19
(In Thousands of Dollars)
Net sal88 i ssisis wniswanswss $15,266  $15224  ®140e Sisam  $16,288
Cost of products enld .., 18,051 16,149 13,503 13,574 12,389
Directly related expenses ......... 1,558 1,719 1,661 1,867 1,678
TOMEl oo aimisis om0 5 orw wroans 19,609 17,868 15,164 15,441 14,067
Operating loss (income)(a) ...... $4343 $264 §$ 976 § 157 $(2221)

(a) GAF reports its operations on the basis of responsibility accounting, whereby the various
lines of business are measured after the assignment of only those itens of income and expense for
which each line of husiness is directly responsible. Accordingly, the amounts of operating loss
(income) as shown above are before the allocation of interest expense, the cost of functions that serve
more than one line of business, miscellaneous expense and income items, and income tax effect.

The statement of consolidated income as previously presented for 1970, 1969, 1968, and 1967 has been
restated to show separately the operating loss (income) of operations discontinued in 1971,

During 1970 GAF sold its Texas Amiben production facilities, abandoned its original facility in
New Jersey, and renegotiated its Amiben supply contract. Under the arrangements relating to the sale,
GAF leased the Texas facility and is continuing to manufacture Amiben for sale to the purchaser. This
lease is for ten years, with a five ycar renewal option, at an annual rental of $150,000,

The extraordinary charge for 1969 relates to the program, initiated in 1969, to discontinue the
manufacture and sale of certain products and to dispose of the related production facilities.

Nore C:

Eamings per common share were computed by dividing income before extraordinary items and
net income, as adjusted for Preferred Stock dividend requirements, by the weighted average number

of shares of Common Stock outstanding during each year, The Preferred Stock dividend. requirements————

for 1971, 1970, 1969 and 1968 are the actual dividends paid and for 1967 is the amount required assuming

. the Rubétoid merger had occurred on January 1, 1967, The computations of earnings per cornmon

share also comprehended the assumed exercise of options granted subsequent to Mzy 31, 1969 for the
purchase of shares of Common Stock where the effect thereof would be dilutive.

Earnings per common share—assuming full dilution were computed on the assumption (where
the effect thereof would be dilutive as to either income before extraordinary items or net income on
a per share basis) that the convertible Preferred Stock, 5% Convertible Subordinated Notes (issued in
1969) and 534% Convertible Subordinated Notes outstanding at the end of each year were converted
into shares of Common Stock at the beginning of each year or date of issuance if later, and that the

(Notes continued on following page)
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conversions of Preferred Stock into Common Stock which occurred during 1968, 1969 and 1971 had
occurred at the beginning of the applicable year. As to the convertible subordinated notes, income before
extraordinary items and net income were adjusted for purposes of these computations to eliminate
the interest thereon net of its income tax effect. The computations of fully-diluted earnings per common
share also comprehended the assumed exercise of options for the purchase of shares of Preferred and
Common Stock where the effect thereof would be dilutive.

NoteD:

A change, as of January 1, 1967, in the method of determining pension costs resulted in a reduction
of net income for 1967 of approximately $700,000 ($.05 per common share). Changes, as recommended
by GAF’s consulting actuary, as of January 1, 1970, of an actuarial assumption and in the method of
determining pension costs resulted in an increase in net income for 1970 of approximately $400,000 ($.03
per common share). A further such recommended change as of January 1, 1971 of actuarial assump-
tions resulted in an increase in net income for 1971 of approximately $300,000 ($.02 per common share),

Deferred income taxes have been provided in recognition of timing differences in reporting depre-
ciation, executive incentive compensation, and sales of production payments relating to asbestos deposits,
for income tax and financial statement purpuses for each of the years 1967 througk 1971, Erfective
January 1, 1968 GAF also recognized the tax effects of timing differences for other items of expense;
this change in practice and other adjustments resulted in an increase in net income for 1968 of approxi-
mately $646,000 ($.05 per common share).

As more fully explained in Note G below, a change in the method of accounting for the investment
tax credit increased income before extraordinary items and net income for 1971 by $1,068,000 ($.02 per
common share, and $.05 per common share—assuming full dilution).

Norz E:
Interest on borrowed capital is summarized as follows:
Year Ended December 31,
178 1570 159 [T

Interest onlong-term debt .. $ 8,218,000 § 9,409,000 $ 8,506,000 $6,449,000 $4,969,000
Aniortization of debt dic-

count and expense ...... 43,000 43,000 45,000 44,000 43,000
Other interest ............ 2098,000 2,189,000 2,161,000 1,799000 1,328,000
1\ $10,359,000 $11,641,000 $10,712,000 $8,292,000 $6,340,000
Nore F: [
The following inventory amounts were used in computing cost of products'sold: ™™~ T
i) ¥n 16 1968 1861 1966
: (12 Thousands of Dollans)
{ Finished 0003 ivvveseerucrsassrorocncnnees $ 78405  $73203 $76304. $ 67988  $ 55731 $ 46885
: Work in Process .ooveveersvannnns 3338 33755 3504 3199 2470 27,684

Raw materials and supplies o..ovveeverarnneee 44,631 39,948 40,919 36,945 35,755 31,209
Total cuierinnsecenaininnns  $156404  $146906  $15227  $136932  §$12095  $105,748

! St === S|mEm see—= = ===
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Inventorics are priced at the lower of cost or market. Cost represents average cost or (as to certain
subsidiaries) first-in, first-out cost. Market represents the lower of replacement cost or net realizable
value,

Name .
hniaryoll O

Effective January 1, 1971 GAF has accounted for the investment tax credit arising since that date
as a reduction of the provision for Federal income taxes (the flow-through method). Previously the
investment tax credit was deferred and amortized over the estimated service lives of the related assets,
and that method is being coutinued for investment tax credits which arose prior to January 1, 1971
The 1971 change recognizes that, based on previous experience, GAF’s earnings are depressed during
periods of heavy capital expenditures, as a result of start-up expenses and the ncn-incume producing
investment of funds, including those invested in initially excess capacity of facilities. The effect of
this change was to increase income before extraordinary items and net income for 1971 by $1,068,000
($.08 per common share, and $U5 per common share—assuming full dilution). The provision for current
Federal income taxes for the yesr ended December 31, 1971 was reduced by investment tax credit of

$1,139,900.
Foreign income taxes included in the provision for Federal and foreign income taxes are as follows :
Year Ended December 31 Amount
174 ORI o e $2,356,000
1970, conviinwassin oasosna sois o 2,142,000
1969...c0uvvinnnes T . 1,005,000
1968..... s s 0 ceerieininnses. 1,038,000

The reduction in net income for 1969 is attributable to a reduced rate of sales growth, particularly
evident during the second half of the year, combined with higher depreciation, mcreased interest costs,
higher labor costs and heavier than usual expenses throughout 1969 for new plant start-ups and new
product introductions,

The reduction in income before extraordinary items for 1970 is attributable in large part to a decime
in sales, especially in the areas of photo products and some of GAF's chemical preducts, caused by the
general decline in the national economy. Income derived from photo products was further affected by
increased operating costs incurred in introducing new technology and equipment relating to the manufacture
of photographic film and paper. The earnings of GAF's chemical products group were also affected by
(i) difficulties encountered in connection with the expansion of GAF’s fadility in Linden, New Jersey,
for the manufacture of chlorine and caustic soda, which caused unanticipated.costs.and-a-delay-of-full~— 1~

ﬁ,,,ﬁ_,ﬂ,,_uuhzahon of the-facility-and - (ii) ~reduced” purchues y during 1970 by GAF's sole customer for Amiben, ;
resulting from such customer having developed an inventory imbalance in such product.  (Production
of chlorine and caustic soda was discontinued as of September 1971, See Note B to statement of
consolidated income.) In addition, GAF implemented a planned reduction in all its inventories. As a
result of this inventory reduction program, some chemical and all photo product plants were operated at
lower levels, with a consequent offect upon the profitability of such plants,

‘The increase in income before extraordinary items for 1971 is almost exclusively attributable to
an increase in sales and profit margins in the areas of building and floor products and photo products.

18
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Sales of building and foor products were aided by a substantisl increase in houzing starte sed b2 0
products also benefited from strong demand for esrtacemiiil souung.  Major in reases in photo product
22%%2 were L wi. wwousumer phow division, particularly color print film, View-Masrza® products and
hardgoods, primarily movie and still cameras. Photo product sales were also favorably affected by the
acquisition of certain photo finishing plants and the business and assets relating thereto (see “Certain Signi-
ficant Developments Since 1965”). The increase in administrative and general expenses resulted from
expenses of newly acquired operations, a provision for incentive compensation in 197} where none was
earned in 1970, increased legal and professional fees and rormal increases in line with GAF's manage-
ment development and growth,

THREE MONTH (UNAUDITED) SUMMARY OF INCOME

The following unaudited summary of financial information for the quarters ended April 4, 197; and
April 2, 1972 reflects, in the opinion of GAF, all adjustments considered necessary (consisting only
of normal recurring accruals) to present fairly the results of operations for the stated quarterly periods:

(In thousands of doliars
axcept per share amounts)
Yirst Quarter Ended

April 4, April 2,
165710) (b) 1973(a) (d)

Gross Revenues ,....coevevniniinnns a5 61 5 5t o e $148817 $173,868
Net income ....... TS % w0 B WS B WSO HERTR 8 B B e 4 3,263 5,181
Earnings applicable to Common Stock after Preferred Stock

dividend requirements .....iivieeiiiiirirensiiiains 2314 4230
Earnings per common share(c) .....ovviinvinnneeiennes 17 )|
Earnings per common share—assuming full dilution(c) .... 37 28

(a) Interim accounting periods end on Sunday near the quarterly month-end.

(b) Net sales for the quarter ended April 4, 1971 have been restated to show the
reduction applicable to the chlorine caustic, ethylene oxide and Calsilite operations discon-
tinued in the latter part of 1971, The operating loss of discontinued operations for the
quarter ended Apriﬁ, 1971 was approximately $991,000, or $.04 per common share.

(c) See Note C to the Statement of Consolidated Income,

d) The change in the method of accounting for the investment tax credit, as
explained in Note G to the Statement of Consolidated Income, resilted in an increase in
net income for the quarter ended April 2, 1972 of approximately $217,000, or $.02 per
common share.
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OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

GAF Comromarion :

We have examined the statement of «msolidaterd imceone of GAF Corperstee snd 23 comseldund
sobsidiaries for thy five years cnded Dicembe: 31, 191 Unt exatmmatien was sspdde s accondamre wah
geoerally accepted awdimg standards, and acoraegly mcladed sach tests of the secemnmg reosede ami
such other anditing procedures &5 we comadered oecessary m the Crtwmstaxes.

In wur opinion, the statcment of comsclidated weowe agpesnoy = thes Prespecows pevsests fanrdy
the resuhts of operations of the compasees foe the mve yars ended ecemder 1. 1), w2 combermy
with generally asccrpied accounting procopies appied  cxcept B the 1A dmages ® cwsiods
accounting fur an investment in a 49% owenl compeny aod the mvestent tas credst. h on sppewse,
as explained in Notes A and Gt the statement of condudsted meomee ) e 3 cossaseng dasss

HASK-XS & SELLS

New York, New York
February 11, 1992
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